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ATTORNEYS FOR Defendant and Cross-Complainant Exidy, Inc. 


SUPERIOR COURT OF THE STATE OF CALIFORNIA 
FOR THE COUNTY OF SAN DIEGO 


CINEMATRONICS, INC., 
a California corporation, 


Plaintiff, No. 451437 


ve CROSS-COMPLAINT FOR 


DAMAGES AND REFORMATION 
VECTORBEAM, a California 


corporation; EXIDY, INCORPORATED, 
a California corporation; 
and DOES I through X, inclusive, 


Defendants. 


Comes now by way of croas-complaint, EXIDY, INC. (for 
convenience herein referred to as "Plaintiff") and alleges 
against Cross-Defendant CINEMATRONICS (for convenience herein 
referred to as “Defendant") as follows: 

FIRST CAUSE OF ACTION 
(FRAUD) 
z 

Exidy, Inc., is and at all times herein mentioned was a 
corporation duly organized and existing under the laws of the 
State of California, with ite prinicpal place of business in 
Santa Clara County. 

II 

Cinematronics, Inc., is, and at all times herein mentioned 

was, a corporation duly organized and existing under the laws 
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of the State of California. 
294 
By the terms of the Stock Purchase Agreement at issue 
an this action, the parties thereto agreed that venue in an 
action on said Stock Purchase Agreement would be proper in 
Santa Clara County. r 
Iv 
Plaintiff alleges on information and belief that Phillip Ss. 
DeCaro was at all relevant times herein a shareholder and 
director of Cinematronics, Inc. Plaintiff alleges that Jim 
Pierce and Thomas B. Stroud, Jr., were at all times herein 
officers and directors of Cinematronics, Inc. 
v 


At all times herein mentioned, Phillip &. DeCaro, Jim Pierce 


and Thomas B. Stroud, Jr., were authorized and empowered by 


Cinematronics, Inc., to act, and did act as the agent of 
Cinematronics, Inc., and each and all of the things herein 
alleged to have been done by them were done in the capacity 
of and as agent for said Cinematronics. 


: vi 


Plaintiff is informed and believes and thereon alleges 


‘that at all times herein mentioned each of the defendants was 


the agent and employee of each of the remaining defendants, 
and in doing the things hereinafter alleged, was acting within 


‘the scope of such agency. 
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vil 
Plaintiff is ignorant of the true names and capacities of ; 
defendants sued herein as DOES 1-100, inclusive, and therefore '' 
pues these defendants by such fictitious names. Plaintiff 

will amend this complaint to allege their true names and ni 


capacities when ascertained. 


VIIL 
On or about November, 1979, at Sunnyvale, California, 
plaintiff and defendants, and each of them, entered into a 
series of negotiations for the purchase of 390,000 shares of 
common atock representing all of the issued and outstanding 
shares of Vectorbeam, a California corporation, by plaintiff, ; 
tem Cinematronics, Inc. Plaintiff was represented by H. Kauffman. 
Defendant Cinematronics, Inc., was represented by Phillip Ss. 
De Caro, an attorney, licensed to practice law in California, 
Ix 
As a result of these negotiations, on or about December 5, 
1979, in Santa Clara County, plaintiff, through its officers j 
H. R. Kauffman and Howell Ivy, and defendant Cinematronics, Inc., 
through its officers Jim Pierce and Thomas B. Stroud, Jr., 


executed a Stock Purchase Agreement drafted by defendant 


‘Ginematronics' agent, Phillip S. DeCaro. A copy of suid 


Stock Purchase Agreement is attached hereto as Exhibit “A* 
and incorporated herein by reference. Vectorboam executed a 
Corporate Installment Note drafted by defendant Cinematronics' 


agent, Phillip S. DeCaro in favor of defendant Cinematronics, -- 
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Inc., in the amount of $526,942.00, as payment for all of 


on which plaintiff liable by virtue of its quarantee. 
the issued stock of Vectorbeam/ A copy of said Corporate 


ew SN 


Installment Note is attached hereto as Exhibit "B" and 


4 | ‘incorporated herein by reference. The Stock Purchase Agreement 
5] provides that in the event of any controversy, claim or : 
6 | dispute between the parties hereto,’arising out of or relating 
? to this agreement or any breach thereof, the prevailing 


8 | party shall be entitled to recover from the losing party 


9 | reasonable expenses, attorney's fees and costs. 
10 x 
uN Prior to execution of the Stock Purchase Agreement, 


12 defendant Cinematronics, Inc., made a series of false and 
9] fraudulent representations to plaintiff including the following: 
a]. 1. That the financial statements and information on 


Vectorbeam delivered to plaintiff fairly presented the 


16] financial condition of Vectorbeam as of that date and fairly 
7} outlined the results of Vectorbeam's operation for the . 
181 periods indicated, in accordance with generally accepted 
9 accounting principles consistently applied. 

20 ‘ 2. That Vectorbeam was not subject to any undisclosed 
a diability or liabilities of any kind, absolute or contingent. 
22 ’ 3. That Vectorbeam was not a party to any contracts 
23 or commitments of any kind except those disclosed in the Stock 
a Purchase Agreement executed on December 5, 1979, 
25 


4. That the Stock Purchase Agreement accurately and truly 


‘reflected the terms of that Stock Purchase Agreement as they 
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had been agreed to by the parties to the Stock Purchase Agreement. 
S. That the inventory of Vectorbeam was accurately alias 
6. That Vectorbeam's accounts receivable represented only’ 
amounts legitimately believed to be owed to Vectorbeam, 

7. That Vectorbeam's accounts payable represented only . 
amounts owed by Vectorbeam for goods and services sold and 
delivered to Vectorbeam. 

8. That defendant Cinematronics would permit the Corporate. 
by virtue of its guarantee 
‘Installment Note, whereby plaintiff/promised to pay Cinematronics 
$487,160 in monthly installments of $35,000, to be subordinated 
under normal and usual terms to loans made by institutional 
ienders for inventory and accounts receivable financing. 


9. That the subsequent adjustments provision contained 


in the Stock Purchase Agreement (paragraph 6) would protect 


Plaintiff from any liability arising out of plaintiff's 
reliance on the interim and preliminary financial information, 
which defendant Cinematronics furnished to plaintiff. 
xI 
The representations made by defendants, and each of them, ° 
were in fact false. The true facts were: 


Z 1. The financial statements and information on Vectorbeam 


‘delivered to plaintiff did not fairly outline the results of 


Vectorbeam's operation for the periods indicated. Instead, 
the financial statements provided materially overvalued 
‘inventory and accounts receivable of Vectorbeam, and they 


failed to disclose contractual liabilities owed by Vectorbeam. ’: 


. 
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-. Vectorbeam was, in fact, subject to material liabilities 


not incurred in the ordinary course of business, which were not 


disclosed at any time in the negotiations or in the Purchase iy 


agreement itself. Specifically, an equipment and furniture 


lease and an automobile lease, copies of which leases are ’ 
attached hereto as Exhibits "C" and,"D* respectively and 
incorporated by reference, were not disclosed. 

3. Vectorbeam was, in fact, a party to material contracts. 
and commitments not disclosed in the Stock Purchase Agreement, 
including an equipment and office furniture lease and an 
automobile lease. (Refer to Exhibits “C" and “D" attached) 

4. The Stock Purchase Agreement did not accurately and 


truly reflect the terms of that Stock Purchase Agreement as 


they had been agreed to by the parties to the Stock Purchase 


Agreement. The Stock Purchase Agreement incorporated a provision 
whereby plaintiff assumed liability on the Gil Levine Employment 

Agreement, a copy of which is attached hereto as Exhibit "E” and 

incorporated by reference. The inclusion of this provision was— 

directly contrary to the understanding of all parties to the 


contract. 


5. The inventory of Vectorbeam was not accurately valued 


“In fact, it was overvalued by an amount belicved to be in excess 


of $325,000.00. 
6. Vectorbeam's accounts receivable did not represent only 
amounts legitimately believed to be,owed to Vectorbeam. In fact, 


it included a debt in the amount of $19,678.18 which the creditor, 
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R. H. Belam Co., had set off against monies owed to said creditor 
by Cinematronics. : 

7. Vectorbeam's accounts payable did not represent only 
amounts owed by Vectorbeam for goods and services sold and 
delivered to Vectorbeam. Rather, they included a debt . 
allegedly owed by Vectorbeam to L &.M Sheet Metal Fabricating 
in the amount of $14,344.00 for goods not delivered to 
Vectorbeam. 

8. Cinematronics has refused and continues to refuse to 
subordinate the Corporate Installment Note of plaintiff. 

9. The Subsequent Adjustments provision of the Stock 
Purchase Agreement does not, in fact, protect plaintiff from 
any damages caused by plaintiff's reliance on the interim 
and preliminary financial information. 

xII 

When defendants, and each of them, made the above 
representations they knew them to be false, and these representa~ 
tions were made by defendants, and each of them, with the 
intent to defraud and deceive plaintiff and with the intent 
to induce plaintiff to act in the manner herein alleged. 


: x1II 

Plaintiff, at the time these representations wore mado by 
defendants, and each of them, and at tho time plaintiff took 
the actions herein alleged was ignorant of the falsity of 


.defendants', and each of their, representations and believed 
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them to be true. In reliance on these representations 
plaintiff was induced to and did execute the above-mentioned 
Stock Purchase Agreement and Installment Note referenced above “ 
An paragraph IX. Had plaintiff known the actual facts it 
would not have taken such actions. Plaintiff's reliance on 
defendants’, and each of their, sepresentations was justified 
because defendants, and each of them, controlled Vectorbeam 
and had access to all of its books and records, and assured 
plaintiff that the representations and warranties made were 
accurate and true and that it would carry out its contractual 
obligations. 
XIV 
As a proximate result of defendants', and each of their, 
fraud and deceit and the facts herein alleged, plaintiff was 
induced to execute the above-mentioned Stock Purchase Agreement 
and to purchase all of the issued and outstanding shares of 
Vectorbeam for a materially inflated price. 
xv 
As a further proximate result of defendants’, and each of - 
their, fraud and deceit, plaintiff became liable on a 
‘pontract it had expressly refused to. accept liability for, became 
‘Mable for undisclosed liabilities and contracts of Vactorbeam, . 
and assumed liability for goods not delivered to Vectorbeam. 
xVI 
As a further proximate result of defendants', and each of 


their, fraud and deceit and the facts alleged herein, plaintiff: 


was induced to execute the above-mentioned Corporate Installment. 
Note in an amount in excess of its real value. By reason of 
the facts herein alleged, plaintiff has been damaged in a 
gum not yet ascertained. Accordingly, plaintiff prays leave to 
amend this Complaint when said sums are ascertained. . 
XVII ‘ 

In doing the acts herein alleged, defendant acted with 

oppression, fraud and malice, and plaintiff is entitled to 


punitive damages in the sum of $250,000.00 


SECOND CAUSE OF ACTION 
(NEGLIGENT MISREPRESENTATION) 


Z 
Plaintiff hereby incorporates by reference paragraphs 
I through XI, inclusive, of the First Cause of Action. 
II 
Defendants, and each of them, made these representations 
with no reasonable ground for believing them to be true. 
Plaintiff is informed and believes and thereon alleges that ; 
defendants, and each of them, did not have accurate information 
upon which to base their representations, At the time of 


making these representations and at'all times thereafter 


relevant, defendants, and each of them, concealed from plaintiff 


their lack of information and their consequont inability to 
make the alleged representations accurately. 
Ill 
These representations were made by defendants, and each of 
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them, with the intention to induce plaintiff to act in the 
manner herein alleged. 
Iv 
Plaintiff hereby incorporates by reference paragraphs 
XIIL through XVI, inclusive, of the First Cause of Action. 


« 


THIRD CAUSE OF ACTION 
(REFORMATION) 


bg 


Plaintiff hereby incorporates by reference paragraphs 1 


through VII, inclusive, of plaintiff's First Cause of Action. 


Il 

Prior to December 5, 1979, plaintiff and defendants, 
and each of them, orally agreed on the terms of the Vectorbeam 
“stock purchase (referenced above in plaintiff's First Cause of 
Action), and the method of ascertaining the purchase price 
for plaintiff's purchase of all of the issued shares of 
Vectorbean. 

Ill 

On or about December 5, 1979, said oral agreements were 

einen to be put into writings in the form of a Stock Purchase 
Agreement and a Corporate Installment Note. 

Said writings were drafted by defendant's agent, Phillip 5S. 
DeCaro, and plaintiff signed said writings in reasonable 
reliance on Phillip $. DeCaro's representation that said 
written agreements accurately and actually embodied said 
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oral agreement, and without knowledge that they did not represent 
said oral agreement, Plaintiff's reliance on the conformity of 
the Stock Purchase Agreement to the oral agreement was reasonable 
an that defendant had orally acquiesced to plaintiff's demand that 
defendant hold plaintiff harmless on the Gil Levine Employment , 
Agreement, and defendant had assured plaintiff that the Stock 
Purchase Agreement would reflect that understanding. Plaintiff's 
reliance on defendant's assurances that the Promissory Note 
accurately embodied the agreement of the parties was reasonable 
due to the fact that defendants, and each of them, alone had 
access to the total financial, operational and inventory 
records of Vectorbeam, and the fact that defendants, and 
each of them, had assured plaintiff orally and in writing 
that the inventory was accurately valued. 
Vv 
Said written agreement did not represent said oral 


agreement to which plaintiff agreed in numerous respects, 
including the following: 


Although plaintiff and defendants, and each of them, 
had expressly agreed that plaintiff would not assume liability . 
on the Gil Levine Employment Contract, the Stock Purchase 
Agreement purports to hold plaintiff liable on this employment 


contract. Further, plaintiff and defendants, and each of them, 
had expressly agreed that the purchase price paid by plaintiff 
and embodied in the Corporate Installment Note would be 
determined on the basis of an accurate inventory valuation; 

in fact, the inventory was valued at a figure which exceeds 

the actual value of the inventory by an amount in excess of 
$225,000, and the amount of the Corporate Installment Note 
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fails to reflect this discrepancy. 
vi 
Defendants, and each of them, knew that said written 
anstruments did not represent the oral agreements and made 
said representations with the intent that plaintiff rely on 
them. . 
VII 
Defendants, and each of them, prepared and executed 
gaid agreements for the sole purpose of defrauding plaintifé. 
VIIl 
Plaintiff discovered said error and thereafter notified 
defendants, and each of them, of same and asked for a revision. 
‘of said written agreements to conform to the true agreements, 
but defendants, and each of them, refused and continue to 


. 


refuse to consent to said revision. 


FOURTH CAUSE OF ACTION 
I 
Plaintiff hereby incorporates by reference paragraphs I 


through IX of plaintiff's Pirst Cause of Action. 
11 a 


On or about December 5, 1979, plaintiff and defendants, and 
ach of them, entered into a written Stock Purchase Agrecment 
whereby defendants, and each of them, agreed to sell to 


plaintif£ 390,000 shares of the common stock of Vectorbceam, 


Inc., a California corporation. 
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rit 
Pursuant to the agreement alleged in paragraph II herein, 
and plaintiff guaranteed 
Vectorbeam executed/a Corporate Installment Note in the amount ° 
ef $526,942.00 in favor of defendant Cinematronics as full payment 
of the securities. Plaintiff made the first $35,000 installmens 
payment due under the note when it came due on or about March 1, 
1980. 
Iv 

Prior to the payment by plaintiff to defendant Cinematronics 
of the consideration for the securities as alleged in paragraph III 
herein, defendant Cinematronics warranted to plaintiff that 
ithe Vectorbeam inventory, which is the principal asset of 
the corporation, was accurately valued in accordance with 
generally accepted accounting practice consistently applied. 

Vv 

In truth and in fact, the Vectorbeam inventory which is 
the principal asset of the corporation is not accurately valued 
in accordance with generally accepted accounting practices 
consistently applied in that it overstated the value of the 
‘inventory in excess of $325,000.00., 


vI 


As a result of the above-described transaction, plaintiff 


thas suffered damages compensable under Corporations Code, 


§ 25501, in an amount unknown at this time. Plaintiff prays 


‘leave to amend this Complaint when said sums are ascertained. 
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FIFTH CAUSE OF ACTION 
Pg 
Plaintiffé hereby incorporates by reference paragraphs I 
through IX of plaintiff's First Cause of Action. ; 
II : 
Plaintiff hereby incorporates by reference paragraphs I1 
through III of plaintiff£‘s Fourth Cause of Action. 
Til 
By the terms of the Stock Purchase Agreement, defendants, 
and each of them, disclosed that the sale of securities in 
question had not been qualified by the California Commissioner 
of Corporations. By the terms of the Stock Purchase Agreement 
defendants, and each of them, further stated that until such 
qualification had been obtained, any purported sale of 
Vectorbeam securities would be void. 
Iv 
Prior to the payment by plaintiff co defendants, and each 
of them, of the consideration for the securities as alleged : 


in paragraph Il herein, defendants, and each of them, warranted 


to plaintiff that the required consent to transfer had been 


obtained from the Commissioner of Corxporations. 


v 
In truth and in fact, the required consent to transfer 
had not been obtained by defendants, and each of them, from 


.the Commissioner of Corporations, and the sale did not 


POST OF rice G02 CO 
PALO ALTO, CALiP, 
1498) FB1-8000 


eek. 7 
@ 5 


comply with the provisions of the California Corporate 
Securities Law of 1968. 
vI 
As a result of the above-described transaction, plaintiff 
has suffered damages in an amount unknown at this time. Plaintiff 
prays leave to amend this Complaint when the amount of said 


damages is ascertained. 


SIXTH CAUSE OF ACTION 
(BREACH OF CONTRACT) 


I 
Plaintiff hereby incorporates by reference paragraphs I 
‘through IX of plaintiff's First Cause of Action. 
I 
Plaintiff's duty of performance of the Stock Purchase 
Agreement is subject to the express condition that all of 
defendants’, and each of their, warranties and representations 
made in the Stock Purchase Agreement are substantially correct.’ 
Ill 


Plaintif£ has performed all conditions, covenants and 


‘promises under the contract on his part to be performed except 


‘tender of the April 1, 1980 payment: in the amount of $35,000, 
performance of which was excused on the ground that defendants’, 
and each of their, material breach of the contract excused 
Plaintiff's duty of performance and on the further ground 

that plaintiff's duty of performance was excused by the 
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failure of the express condition that all of defendants’, and “| 
each of their, warranties and representations were substantially 
true. 
Iv 

Prior to the filing of this Complaint, defendants, and each 
of them, breached the Stock Purchase Agreement in several 
respects, including the following: 

1. Failure of consideration in that the Vectorbeam 
inventory which is the principal asset of the corporation 
was materially over-valued. 

2. Prior to the filing of this Complaint, defendants, and 
each of them, further breached the Stock Purchase Agreement 
w breach of the warranty that ali financial statements and 
information delivered to plaintiff by defendants, and each of 
‘tens fairly presented the financial condition of the company 
as of that date and fairly outlined the results of its operation 
for the periods listed in accordance with generally accepted 
accounting practices consistently applied. ; 

3. Prior to the filing of this Complaint defendants, and 


each of them, further breached the Stock Purchase Agreement 


‘in that defendants, and each of them, failed and refused and 


have continued to fail and refuse to ayree to permit tho 
subordination of the Corporate Installment Note to inventory and 
accounts receivable financing by institutional lenders. 

Vv 


As a result of defendants', and each of their, breach of .. 
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the Stock Purchase Agreement, plaintiff has been damaged in 
an amount not yet ascertained. Plaintiff prays leave to amend 


this Complaint when said sums are ascertained. 


SEVENTH CAUSE OF ACTION 
I . 
Plaintiff hereby incorporates by reference paragraphs I 
through Ix of plaintiff's First Cause of Action. 
II 
By the terms of the above-mentioned Stock Purchase Agreement 
defendants, and each of them, warranted that the financial 
statements and information delivered to plaintiff fairly 
present the Financial condition of the company as of that 
date and fairly outline the results of its operations for 
the periods indicated, in accordance with generally accepted 
accounting principles consistently applied. Said Stock 
Purchase Agreement further provides for arbitration in the 
event that plaintiff believes that adjustments to the purchase 
price are necessary because of overstatement of accounts 
receivable, a material omission of notes payable or accounts 
peeuuie and/or significant inventory: shortages due to physical 
shortages, not write-downs for obsolescence. 
Ilr 
An actual controversy has arisen and now exists relating 
to the rights and Juties of the parties herein in that plaintiff 


contends that the arbitration clause of the Stock Purchase oh 
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Agreement is invalid and unenforceable for the reason that 
it fraudulently omits to provide a remedy for the most 
significant discrepancy in the financial statements - overvaluation 
of inventory based on obsolescence. Defendants, and each of 
them, dispute this contention and assert that said fact does 
not affect the validity of said arbjtration provision of the 
Stock Purchase Agreement. 
Iv 
Plaintif€ desires a judicial determination of its rights 
and duties, and a declaration as to which party's interpretation 
of the Stock Purchase Agreement is correct. 
Vv 
Such a declaration is necessary and appropriate at this 


time in order that plaintiff may ascertain his rights and duties. 


EIGHTH CAUSE OF ACTION 
(INDEMNITY) 


I 

Plaintiff hereby incorporates by reference paragraphs 1 
through IX of plaintiff's First Cause of Action. 
: II ‘ 

Said Stock Purchase Agreement purports to hold plaintiff 
liable on the Gil Levine Employment Agreement. 
Ir! 

That incidental to the Stock Purchase Agreement plaintiff 
‘and defendants entered into a written agreement, a copy of which 
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is attached hereto as Exhibit “F"“ and made a part hereof, 
whereby defendant promised to indemnify plaintiff and hold him ; 
harmless from liability on the Gil Levine Employment Contract. ‘‘ 
F Iv é 
That on or about March 17, 1980, Gil Levine made a claim , 
against Vectorbeam and plaintiff herein arising out of said 
employment agreement. 
Vv 
Plaintiff has tendered to plaintiff the defense and 
indemnification of said claim, but defendant has refused to 
defend and/or indemnify plaintiff herein. 
vi 
Plaintiff has been forced to incur, has in fact incurred, 
and will continue to incur, attorney's fees and costs in 
defending the action of Gil Levine. When the exact and full 
amount of such fees and costs becomes known to plaintiff, it 
will move to amend this Complaint to state such amount. 
vil 
Plaintif€ desires a judicial declaration that defendant is 
obliged to defend and indemnify plaintiff herein, and should 
plaintife suffer any costs or expenses hereby, plaintiff be 
“awarded judgment against defendant in a like sum. 


WHEREFORE, plaintiff prays judgment as follows: 


1. For compensating damages according to proof. 


2. For punitive damages in the sum of $250,000.00 


3. For attorney's fees. 
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t 4. Por costs of suit incurred herein; 

2 5. That the Stock Purchase Agreement be reformed to 

3 show the real intent of the parties. 

’ 6. That the Corporate Installment Note be reformed to 

5 | show the true intent of the parties. 

6 7. That plaintiff be awarded such other and further relief 


as is just and reasonable under the circumstances. 


. 8. For a declaration that the arbitration provision of 
? the Stock Purchase Agreement is void and of no force and effect. 
= 9. For a declaration that defendant Cinematronics is 
n obliged to defend and indemnify plaintiff herein against any 
W claims made under the Gil Levine Smployment Agreement. 
13 
si Dated: May 22, 1980. 
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STOCK PURCHASE AGREEMENT 


TULS AGRELMENT, cffective as of the 30th of November, 
1979, between CINEMATRONICS, INC,, a California corporation (herein- 
after called "Seller"), and EXIDY, INC., a California corporation 


(herecinaltar called “Purchaser"), 
WITNESSETH: 


Seller and Purchaser state and agree as Sollows; 


1, Representations and Warranties: Seller represents 


and warrants to the Purchaser, and this agreement is made in 


reliance upon the following: ‘ 
' (a) VECTORBEAM (the "Company") has been duly 
incorporated, and is validly existing and in good standing as 
a corporation under California law, 
(b) The Company has a total of Three Hundred Ninety 
Thousand (390,000) shares of capital stock (the “Shares") outstanding: 


and no morc; a11 of the Shares have been legally and validly issued, 


and are fully paid and nonassessabie; [and the Company has no out- 


standing obligations / understandings, or commitments regarding 
. the issuance of any additional shares, or any options, rights 
or warrants concerning the issuance of any additional sharcs or 


securities convertible into shares, 


Phillip Seymour DeCare 
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E (c) soiler owns hencficially and of 
Three Hundred Ninety Thousand (390,000) Shares, Seller has good, 
marketable and indefcasible title to; full power of disposition 
over; and has full right to sell and transfer to the Purchaser 
all Shares to be sold by Seller, |The Shares are free of all licns, -- 
claims, debts or other encumbrances, and shall be free of all 
such liens, claims, debts or other encumbranccs upon their transfer , 


to the Purchaser under this agreement. | i 


(d) Seller has delivered to Purchaser financial 
information on the Company as attached, [These financial statements 
and information fairly present the financial condition of the 
Company as of their date and fairly outline the results of its 
operations for the periods indicated, in accordance with generally 
uccepted accounting principles consistently spatinkelciate has 
not becn any material adverse change in the financial condition 
or operations of the Company from that shown on these reports nor 
have there been any other changes in such condition except changes 
occurring in the ordinary course of the Company's busincss. 

There Nave been no dividends or other distributions made by 
the Company to its shareholders, nor has it purchased, redecmed 


or otherwise acquired any sharcs of its outstanding stock. 


; ©} The Company is not subject to any matcrial 
liability or liabilities of any kind, absolute or contingent, 

not disclosed, except liabilities (none of which is material) 

incurred in the ordinary course of business, 


(£) The Company is not a party’ to any materia) 


contracts or commitments of any kind except; Real Property 


Lease; 1979-80 Cinematronics' License and Royalty Agrecment (which 


is being cancelled); Levine Employment contract; Bank of Awcrica 
- account receivable financing; contingent claims of ken Bouck, 


Wal Watner, and Paul Jacobs; Cinematronics' Note payable (principal ° 
of One Hundred Fifty Thousand ($150,000) Dollars; and Rosenthal 


meter te tee 
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Notes payable (total principal of Two llundred Ninety-five Thousand 
($295,000) Dollars), Copies of the Real Property Lease, Cincmatronics' 
License and Royalty Agrecacnt, Levine Employment Contract, the é 
Bank of America account receivable financing documentation, 
and all corporate Notes have been furnished to Exidy. Cinematronics 
will) hoid Exidy harmless from all claims of Bouck, Watner and 
Jacobs against Vectorboam, Exidy will fully cooperate in all 
defense efforts of Cinematronics visea-vis these contingent claims. 

2. Sale of Shares: At the Closing, Seller shall sel}, 
transfer and deliver to the Purchaser all of its shares for a purchase 
price of One ($1.00) Dollar, the other valuable consideration 
set forth in this agrcement, and the execution of the Mutual Cross 
License and Royalty Agrecment between Cinematronics, Inc., Mr. 
Jim Pigrce, Mr. Thomas B, Stroud, Jr., Vectorbcam and Exidy, 
Inc, in the form attached, 

3. Closing: The sale and purchase of the Shares shall 
be consummated at Union City, California, on or before December 
Sth, 1979, or as soon thereafter as permitted by the California 
Commissioner of Corporations, by delivery to Purchaser, or its 
agent, of Certificates for all the Vectorbcam Shares duly endorsed 
for assignment and transfer, or accompanied by duly executed 
stock powers with signatures as approved by Purchaser, and by 
delivery of a fully executed license and royalty agreement. The 
effective dato of the sale shall be November 30, 1979. 

4. Conditions of Purchaser's Obligations: Purchaser's 

obligation to purchase the Shares from Seller is subject to the 


following conditions; 


(33) The representations and warranties of Seller 


as stated in this agreement shall be substantially true. 
(b) Seller shall deliver to Purchaser on or 


before the Closing Date the resignations of all Directors and 


Officers of Vectorbeaa, 


> (<) All of the Shares shall be concurrently sold 
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to Purchaser. 


"(d) The Mutual Cross License and Royalty Agrecacnt 
shall be fully executed. 


S$. Inspection by Purchaser: Purchaser acknowledges 
and agrees it has had access to Vectorbtam and its books and 
records and has found no material misstatement of fact by Seller. 

6. Subsequent Adjustments: Exidy has received financial’ 
information which, while interim'and preliminary, is belicved 
accurate. A copy of the balance sheet is attached. | Exidy is 
relying on the reasonable accuracy of the accounts receivable, 
corporate Note obligations, accounts payable and inventory 
information provided. } However, if after the close, and before 
March Ist, 1980, Exidy believes that adjustments are neccessary 
based on an overstatement of the accounts receivable, or = material . 
ommission of Notcs payable or accounts playable and/or significant 
inventory shartages, then Exidy shall so advise Cincmatronics, 
specifying the reasons and grounds for the proposed adjustments, 

The parties agree that adjustments plus or minus $50,000 wre not 
matcrial and adjustments based on inventory “write downs" (not based 
on physical shortages) will not be applicable to any valuation 
adjustment for purposes of this agreement. If Cinematronics 
disagrees with the proposed adjustment(s), within 30 days it may 
request arbitration. Each of the partics Will nominate a CPA and 

if they cannot agree, then a third CPA will be selected by the first 
two CPAs, and his decision will be final and binding between the 
parties. If adjustments are made, the amounts shall be added or sub- 


tracted from the Note payments due Cincmatronics starting in 1981. 
?. 


Representations Regarding Bank of America: Should 
Exidy desire to retain the existing Bank of Awcrica account receivable 
financing, this will be solely between Exidy and Bank of America. 


If this financing is going to continue, all guarantees given Bank 


of America by Cinematronics and its principals shall be immediately 
ree 
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"ite of America. o & gS : 


ae 8. Other Guaruntcos: If Einematronics and/or its principals 
have guaranteed any vendors of Vectorbceam, a1) such guarantces 

shall be superseded as to future Vectorbcam transactings taking 

place after this sale. 

‘ g. Special Provision Regarding Past Assistance to Vectorbean 
from ‘Clnematronics; In addition to all other sums, Notcs and royalties 
payable to Cincmatronics, commencing on Januazy ist, 1981, Exidy 
will pay to Cinematronics One (1%) percent of the net sales of 
Vectorbeam, ‘This override shad) continue until Cinematronics 
has received a sum cqual to sLASSOE present valuc with interest 
at cight (8%) percent from date until paid. ; 

10. Special Provision Reyarding Nove of shgeteen: On 
March 10, 1979, Vectorbcam borrowed sTe-000 from Cinematronics. 
The parties agree to re-write that Note (in conjunction with 
the Notes in paragraph 11 below) to provide that the principal 
and accrued inteorcst shall be computed as of December 31st, 1979, 
dl. Long-Tere Corporate Notcs of Vectorbeam: Vectorbcam 
has issued approximately $295,100 of long-term corporate Notes 
originally payable to Lawrence D. Rosenthal snd subsequently , 
assigned in June 1979 to Cinematronics. The total principal 
and interest due will be calculated as of December 31st, 1979. 
This sum and the sum payable to Cinematronics on the $150,000 
Note (paragraph 10 above) shall be conbiaws with the $42,060.01 
Vectorbcam originally owed Cramer Electronics but for which Cincma- 
sneeies has assumed liability. The total of this new Note shall 
be $487,160 plus interest as accrued. The terms of the new Note 
are interest at eight (8%) percent with payments ef $35,000 or 


more per month commencing March 1st, 1980, until paid in full, ; 


At any time, Exidy may wish to prepay this Note and the parties 


agree to fairly and reasonably negotiate a discount for carly 


payacnt, 


. 5 s 
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This new Note will be sobordinated under normal and 
usual terms with institutional lenders for inventory and account 
receivable financing such as the existing $150,000 and $295,000 


Notcs are subordinated to Bank of America, 


12, Additional Conditions of 


the Partics' Obligations: 
The obligations of the partics arc subject to the additional 

condition that there shall have been obtained at or prior to the 
date of closing such permits or authorizations as nay he required 


by any. regulatory authority having jurisdiction of the partics 


Ea vSa- 
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and the subject matter, including Securities Act of 1933, as 
macuded, and the California Corporate Securitics Act, and this 
sale, In this conncction, the Corporate Securitics Law of Calif: 
ornia requires that this agreement, insofar as it pertains to 


ws 


the Common Sharcs of Vectorbeam, shall contain the following Icgend: 


“ THE SALE OF THE SECURITIES WHICH AKE THE SUBJRCT OF 

JHIS AGREEMENT HAS NOT BLEN QUALIFIED WITH TNE COMMISSIONER OF 
CORPORATIONS OF THE STATE OF CALIFORNIA AND ‘IME ISSUANCE OF SUCH 
SECURITIES OR THE PAYMENT OR RECEIPT OF AKY PAKT OF ‘INE CONSIDERATION 
HEREFOR PRIOR 10 SUCH QUALIFICATION 3S UNLAWFUL, THE RIGHTS 

vu? ALL ‘PARTIES 10 THIS AGREEMENT ARE EXPRESSLY CONDITIONID UPON i 
SUCH QUALIFICATION BEING OBTAINED, 

13, Assignnent: This agreement shall be binding upon, 
inure to the benefit. of, and be enforceable by the heirs, administrators, 
executors and assigns of Seller and Purchaser. 

14, Governing Law: This agreement shall be governed 
by the laws of the State of California, 

1S. Entire Agreement: This agreewent contains the 
entire agreement of the parties for the purchase und sale of the 
shares of Vectorbcam, and supersedes any prior written or oral 
agreements between them concerning the subject matter contained 
herein,® There arc no representations, agreements, arrangements, 
or understandings, oral or written, between and among the parties 
hereto, ‘relating to the subject matter contained in this agreement, 
which are not fully eapressed herein. 

16. Counterparts: This agrecmont may be executed in 
two or more counterparts, and as so executed, shall constitute . 
one agreement binding on a11 parties, even if all parties do not 
sign the original or the same counterpart, 
17. Venue: The parties hereto agrce that the Superior i 


Courts of the Counties of Santa Clara and San Dicgo shall be courts 


-6- 
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’ of competent jurisdiction for enforcement of the terms and pro- 


visions of this agreement, : : 

18, Attorncys' Foes: In the cvent of any controversy, 
claim or dispute between the partics horcto, arising out of or 
relating to this agreement or any breach thercof, the prevailing 
party shall be entitled to recover from the losing party reasonable 
capenses, attorneys' fees and costs. . 

IN WITNESS WHEREOF, this agreement has been caecuted 
by thé partics as dated, 


CINEMATRONICS, INC. 
A California corporation 


Dated; be cra sets, OE y: ps ates Ve, alee: pect is 
or irs JIM PLEKCE, President 
Dated: » 1979 Le Pet Peake Bice, ie eae 
Thomas B. Stroud, Jr., Secretary 
; : EXIDY, INC. 
. A California corporation 
Dated: » 1979 
» 4979 - 
-7- 
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$526,942 Union City, California 
Necember » 1979 
IN INSTALLMENTS as herein stated, for value received, . 


VECTORBEAM, a California corporation, promises to pay to CINEMATRONICS 
INC,, @ California corporation, or order, at 1466 Pioneer Way, 
Suite 6, El Cajon, California, the sum of FIVE HUNDRED ‘TWENTY-SIX 
THOUSAND NINE HUNDRED FORTY-TWO ($526,942) DOLLARS, with interest from 
January Ist, 1980, on unpaid principal at the rate of Right (8%) ; 
percent per annum, simple interest; principal and interest payable 
in monthly installments of Thirty-five Thousand ($35,000.00) Dollars ° 
or more on the Cirst day of cach month, beginning on the first day 
of Margh, 1980, and continuing until this principal and interest 
have been paid in full. Lach payment shall be credited first on 
interest then due and the remainder on principal; and interest 
shall thoreupon ccase upon the principal so credited. Should 
default be made in payment of any installwment when duc, the whole 
sum of principal and interest shall bocome immediately duc at tho 
option of the holder of this Note. Principal and interest payable 
in lawful moncy of the United States. If action be instituted on 
this Note, Vectorbcam promiscs to pay such sum as the Court may 
{ix as attorney's fees. This Note is guarantced by LXIDY, INC., 

a California corporation. 


Vectorbeam, 
A California corporation 


By: 
ie President 
ATTUST: 
Secretary 
; AMET esi ses 
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GUARANTEE 


EXIDY, INC., a California corporation, hereby 
guarantees the Note of Vectorbeam, a California corporation, 
to Cinematronics, Inc., a California corporuiion, for 

Five Hundred Twenty-six Thousand Nine Hundred Forty-two 
($826,942) Dollars and agrees to be responsible for 

all unpaid obligations to Cinematronics, Inc. on this 

Note, 


Dated: December » 1979 


EXIDY, INC. 


By: 


H.R. “Pete'™ KAUFFMAN, President 


By: 


Secretary 


1 Gen. st a ail 


SATAN 
re. 
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if * Mest Tis LOCrs ® * A 
3441 Central Avenue 

Union City, CA, 94587 


EQUIPMENT RENTAL AGRELMINT 


VECTORBEAM DATE: 9/18/78. 
33441 Central Avcnuc ‘ 
Union City, CA. 94587 : 


LOT FURNITURE AND EQUIPMENT (LIS ATTACHED) TO BE RENTID TO VECTORLEAM 
AT THE RATE OF $1600.00 PER MONIH, RATE TO BE REDUCED TO $967.00 iN 
CONSIDERATION OF VECTORBEAM ALLOWING TEMPEST PRODUCTS TO STORE ITs 
INVENTORY OF MERQUANDISE AND SUPPLIES IN THE PAINT ROG! OF VECTORBIAM'S 
FACILIIY, ‘THE MONTHLY RENTAL RATE WILL REMALN AT $607.00 UNSIL Sia 
TIME AS TLMPEST PRODUCTS VACATES THE PAINT ROOM SPACE, AT WHIQH TIME 
RENT WILL bE $1,000.00 PER MONTH. RENTAL FOR THE INITLAL PERIOD WiLL 
RE AS FOLLOWS: SEPTEMBER $333.50 

; OCTOBER _ $667.00 , 
TOTAL $ 1,000.50 PAID IN ADVANCE 
THEREAFTER, BEGINNING NOVLMBER 1, 1978, RENTAL TO BE BILIZD QUARTERLY, 
VECTORBEAM WILL HAVE THE OPTION TO PURCHASE TITS LQUIMGNT’AT PURCHASE 
PRICE AGREED UPON AT TIME OF SALE, UNTIL SUH TIME AS VECTORBEAM 

EXERCISES ITS OPTION TO PURCHASE AND MAKES PAYMENT IN FULL FOR SAID LOT 
FURNITURE AND EQUIMMENT, ALL FURNITURE AND EQUIPMENT SHALL REMAIN lie 
SOLE PROPERTY OF TEMPEST PRGDUCTS. 

RENTAL PAYMENTS WILL BE DUE WITHIN SIXTY DAYS OF THE CLOSE OF NE 

QUARTER’ BILLED. 


VECTOREEAM 
By: a acy > ee 
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: ‘ . Date__3/}9/79 


' JOREN Rs GREENELOH __whose address is__942 CHELAN DR, . SUNNYVALE, ____ 
ifornia (herein called the “Lessor") hereby leases to ECTO M whose address is 
4L_CENT UNION _OZTY» Californie, herein called The Lesscey Aie-Forlawing described 

or RS En herein Ca A *Vehicle"). Lessor also makes the following cost, term and liability 
closures on behalf of wren e ee -----~---- , California, to 
m"essor intends to assign this lease. 

UESCRIPTION OF VEHICLE 


SI : DE 
this lease is for a term nigh 
tessor will use reasonable 


AMMMINTS DUE UPON LEASE EXECUTION 
'essce agrees ‘to pay Lessor a total of $ 719.00 upon execution of this lease, which includes 
$574.00 as an advance payment (to be credited to initial Value oF Vehicle) ;$ 145.00 _ 
lor license and registration fees for the first 12 months of the lease term; andS ~0:00 
for sales or use taxes, 
TNIVILY PAYONIS AND LATE QIARGES : 
essce agrees to pay Lessor 36 monthly payments of $239.14 cach, for a total of $8609.04 
in monthly payments during the term of the lease. Each monthly payment shal] include”. ~~ 
: 0.00 for sales or use taxes, (Recause sales or use taxes may change during the terns 
f the Tease, the above payment amounts and payment total shal! be considercd an estimate.) 
he first monthly payment is due on 4/20/79 » and the remining monthly payments shall 
ve due on the.20 __, day of cach following month. Lessor may impose onc late charge of St 
" any monthly payment more than 10 days past due. ; 
WFICIAL FEES AND TAXES 
«ssee agrees to pay when due all official fees and taxes inmoscd during the Jcase term. 
f£ssor estimates the total of official fees and taxes due during the lease term will be 
440,00 __,which includes sales or use taxes of $ 9-00 , and license and registration 
ves of § 450.00 ‘ So . 
UWIAL LEASE COsTs 
*, Total Lease Oblipation $ 13424.73 e 
(Sam of the advance payment under Item 3, the total of moithly payments wnder Ttcm 4, 
and the estimated end of term value of the vehicle imder Item 7b.) 
» Initial Value of Vehicle $ 10499.30 
. Differentia} (a minus b) $ 2925.43 * 
Miese amounts are estimates to the extent that sales aid use tax componcnts may be changed 
uring the tert of the lease. 
UARTINATION LIABILITY 
» Farly Tennination 
If lessee terminates the Icase before the scheduled termination date as permitted in 
Item 8, the Lessee's termination liability shall be: (1) the initial value of the vehicle 
(Jtem 6b) less all amaumts credited to that initial value before termination and less the 
the realized value of the vehicle, and (2) any charges or amounts arising from Lesscc's 
failure to perform his or her obligations under this lease. 
Scheduled Termination * 
M the basis of current circinstances and available informition, Lessor estimates tlt the 
wholesale valuc at the end of the lease term will be $ 52,69 . Vf the realieed 
value of the vehicle at that time is greater than the estimited value, Lessce wil) have 
no further liability wder this lease except for any charecs or ammmts arising fram - 
hessce's failure to perform fully his or her Jease oblipations. If the realized value of 
the vehicle is less than the estimated value, Lessee shal} be liable for the difference 
m to $_ 717,42_, which is the sim of three monthly payments, plus wiv costs or charycs 
-- arising from Lesste's failure to perform fully his or her lease obligations. Lossce shall 
also be liable for a difference in excess of three monthly payments if: 
1. It is attributable to the excessive use of, or diwmge to, the vehicle, Sce Items 9, 
10, and 13 regarding maintenance, standards for wear and tear, and dane, 
respectively. 
2. Lessce agrees, after the end of the lease term, to mke a higher payment. 


3, Lessor prevails in @ legal action for a higher payment. If, in such event, the 
excessive difference is not totally attributable to excessive use or dame to 
the vehicle. Lessor mist prove that its estimation of end of term value was 
reasonable and was made in pood faith, For example, Lessor might prove that the 

-realized valuc was less than the estimated value because of an imenticipated 
decline in value for that type of vehicle, and that the original detennination of 
the estimicd value was reasonable, Unless Lessor proves that the excessive 


see teng 
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difference was the” of excessive use or daxR, tfesser Will fy esle's ey 
reasonable attorney 5 


s, if any. 
TERMINATION AND VALUATION OF VEHIC 
'essce of Lessor may terminate this lease at mny time after 12 monthly payments have bean radi 
utwiding that written notice is provided at least 30 days in advance thereof, Lessce 


shall yeturn the vehicle to a place designated by Lessor whether the lease is terminsted 
‘arly, or as scheduled, Shes “ 


. 
on . 
. 


pon its retum, the value of the vehicle will be established promtly for the purpose of 
letermining Lessce's net termination liability. Within 10 days following the retum of the 
velficle, its realized value will be ascertaincd by: (a)a written agreement between the 
Irssee and the Lessor, or (b) a professional appraisal of the wholesale value of the vehicle 
hy a qualified independent third party, obtained by Lessce at Lessce's sole expense, who is 
aprecable to both Lessor and Lessee. If the realized value of the vehicle is not determined 
hy (a) or (b) above, it may be ascertained by: (c) the procurement of three written cash 
bids at wholesale with the highest bid being deemed the realized value; or (d) a sale at 
wholesale for the highest cash bid, With respect to (d), Lessce may submit a cash bid for 
the purchase of the vehicle, which Lessor shall consider along with the other bona fide cash 
bids, but Lessor shall accept only the highest bid. ° 

MAINTENANCE : 
lessce agrees to service and operate the vehicle in accordance with manufacturer's warranty 
requirements and op2rating instructions, to maintain the vehicle in oad working order and 
condition, and to mike necessary repairs and replacements at Lessec's own expense. lessor 
“hall be permitted to inspect the vehicle at any reasonable time to determine that it is 
free from danape and in pood operating condition, 

‘TANIVRDS FOR WEAR ANI) TEAR : 

'essor's estimation of end of term value of the vehicle (Sce Item 6b) is based on Lessce 
‘lriving the vehicle an average of 15,000 miles annually. Lessce is permitted iwm)imited 
mileage hereunder but mileage in excess of the above figure may decrease the end of tem 
value below the estimated amount, Lessor may therefore impose an excessive milcace- charge 
which will be the product of the eg in excess of the above figure times a rate not to 
raceed S¢ per mile. This charge will imposed only on scheduled terminations where the 


tralized value of the vehicle is less than its estimated value and then only to the extent 
of such deficiency. 


'f lessee performs his or her obligations under Items 9 and 13, the costs and expenses 
“tessary to put the vehicle in disposable condition should not excced $50, 1f Lessor's costs 
ind exnenses therefore do exceed $50, such excess shal] be deemed to be caused by unrbtasonab] 
sear and tear, and Lessce agrees to be liable for such excess. 

INSURANCE 

essce agrees to maintain, at Lessee's sole exnense, the following insurance coverage’ rerardir 
he vehicle during the lease*term and until lessce returns the vehicle to lessor on temminat it 
“w) comrehensive, including fire and theft, for the actual cash value of the vehicle; (b) 
olision for*the actual cash value of the vehicle with a mximm deductibleof $250 (lessce 
shall be further liable for the deductible amount); (c) public liability for hodily injury 

‘ry death to any one person for $190,000, and for any one accident for $300,000, and nronerty 
lamape for $25,000. The insurance policy mist be endorsed showing "the bank" as "loss pavce" 
m coverages “a and "b" and additional insured on coverares “c" and ‘d", and the nolicy 
hould provide further the "the bank"will be piven 10 days notice of cancellation or of 

ny reduction in coverage. Lessee agrees to furnish "the bank" with satisfactory evidence of 
he insurance coverage required, by an insurance company which is acceptable to "the bank", 

n the event Lessce docs not maintain the insurance required by this Item, Lessor inay at its 
tion obtain such coverage and Lessee agrees to pay Lessor the premiva therfore upon 

essor's demand. iz 

NAGE : 

essce agrees to use and operate the vehicle in compliance with al} requirements of 

ny fovemnental authority, including without limitation such reauirements as pertain to the 
re and licensing of drivers. In no event shall the vehicle be used or operated for illeral 
urposes, or by any person imder the influence of alcohol, drugs or narcotics, or by any 
ersan when an wuninsurable risk at regular insurance rates, or for the transportation of 
mis or persons for hire, or for the transportation, keepinn or concealing of narcotias. 
“sce agrees not to remove, store, or use the vehicle inside the State of Califomia for a 
triod exceeding 30 days without lessor's. prior written consent and not to remove, store or 
se the vehicle outside the United States without Lessor's prior written consent. Lessee 
grees to be solely responsible for all operating expenses incurred in connection with the use 
f the vehicle. 

VHAGE, DESTRUCTION OR LOSS OF VFHICLE 

zssee agrees to bear the risk of loss, damage or destruction of the vehicle, its carpo, and 
tents, resulting from any cause and agrees to notify immediately Lessor in the event of 

ty such happening or threat of such happening. If the vehicle is destroyed or, in the oninio 
f lessor, is damaged beyond rcasonable repair, the lease shall be deemed terminated. If the 
‘hicle is not available to Lessce or is is subject to wdue peril in the opinion of Icssor 

ty tenainate the lease. In the event the lease is terminated inder this item, Lessce's 


". 


termination liability shall be determined by the provisions of Item 7a, provided, however 
that Lessor is entitled to a minimm of 12 monthly payments as a condition precedent therto. 
Any insurance proceeds received by Lessor as loss payce-shall be applied to Lessce's - 
termination liability. ues cz. 
WARRANTIES ’ 

the vehicle is subject to a manufacturer's new car warranty and Lessor assigns to lessee sll 
of its rights thereunder to the extent they are assipnable, ‘Lessor makes no warranties, 


cxvress or implied, of merchantability or any particular .purpose with respect to the vehicle. 
TYTLE, NO PUNGUSE OPTION OR ASSIGN ENT ROG 1S ee OE VE een 
lessee shall have no right, title or interest as to the ownership of the vehicle and shall 
have no option to purchase the vehicle during or at the end of the lease ters. Lessee, shall 
not assign this lease or any interest therein or sublet the vehicle. 
INDIANITY 
lessee agrees to indemnify and hold harmless the Lessor from all losses, dames, injurics, 
‘lnims, demands, costs, legal and other expenses arising out of the use or operation of the 
vehicle, including, without limitation, all vehicle defects. Without limiting the pencrality 
the foregoing, this indemnity includes any claim under the doctrine of strict liabijity, 
FAULT : 
If Lessee defaults in the payment of any monthly payment or any other sums payable herewder, 
w fails to comply with any other of the terms of this lease, or if Lessce is adjudicated a 
wnkrupt or becomes insolvent or mikes an assignmet for the benefit of creditors of assigns, 
ransfers, lien or encumber its interest, or its creditors file for relicf under any bhank- 
‘ptcy or similar law for the relief of debtors, or if a recciver be appointed for any of 
he assets of lessce, then Lessor at its option my declare this lease in default. Upon 
tssor declaring this lease in default, the vehicle and any rights of Lessce therein sh1)] 
© surrendered to Lessor and Lessor may take possession of the vehicle wherever it my be 
«und and may enter upon the premises of Lessee for that purpose. Lessor my take possession 
f all property found in the vehicle when retaken and store such property on helulf of Iessec, 
«possession or any sale mide by Lessor of the vehicle shall not affect the right of lessor to 
ecover fron-Lessee any and all damages which Lessor shall have sustained by rcason of the 
teach by Lessce of any of the terns of the lease. Without limiting the penerality of the 
Orepoing, in the event the lease is terminated because of Lessce's default, lessec's 
ermination liability shall] be determined by the provisions of Item 2a, provided, however, 
hat Lessor is entitled to a minimm of twelve monthly payments as a condition precedent 
hereto, The remedies herein provided in favor of lessor upon default of Lessee shall not be 
sumed to be exclusive, but shall be cimmlative and in addition to all other remedies in 
‘ssar's favor, existing in law, cquity or hankniptcy. In the event Lessee defaults herewwer, 
*ssor shall be entitled to recover from Lessee, in addition to damages, all costs and | 
«ponses, including court costs amd reasonable attorncy's fcecs as permitted by law. 
WNIMENTS AND WAIVER 
tis instrument constitutes the entire agreement between the parties and may be amended only 
‘a written instrument signed by the parties. Any waiver of the performance of any of 
w terms hereof by cither party shall not be construed as thereafter waiving any such ters, 
“same shall remain in full force and effect, as if no such waiver had occupied. Tine is of ° 
ce essence of this lease. 
VAUTTON AND APPLICABLE LAWS ’ 
ch party signing this lease as Lessee shal] be jointly and severally liable under the terms ; 
this lease. This lease shall be binding upon the parties, and their respective heirs, 
ecutors, administrators and successors or assigns, and shall be construed and interpreted 
“er the laws applicable in the State of California. Each excuted copy of this lease shall 
stitute a duplicate original. . 


)}. NOTICE TO JESSEE-DO NOT SIGN THIS AGREFAENT WEFORE YOU READ IT, OR IF IT CONTAINS ANY 


RLANK SPACES TO BE FILLED IN, YOU ARE INTITLED TO A CO'PLETELY FILIED IN QOVY OF THIS 
AGRER ENT. 


TF YOU DEFAULT IN THQ? ‘PERFORMANCE OF YOUR OBLIGATIONS UNDER THIS AGRED ONT, THE VENCLE 
MAY BE REPOSSESSED AND YOU MAY RE SURILCT TO SUIT AND LIABILITY POR THE UNTAID 


INDERTEDNESS EVIDENCED BY THIS AGRELMENT. ? 
A ae OF 
Lessee 


1. WARNING-UNLESS A QUARGE 1S INCLUDED IN THIS AGREEMENT FOR PURLIC LIABILITY OR PROPERLY 
DAMAGE INSURANCE, PAYMENT FOR SUCH COVERAGE 1S NOT PROVINED BY THIS AGRED ENT. 


> Ker a8 Mh. & weed. Bey 
Sie Ear nec SES eS 
Lessce 
ce hereby acknowledges delivery of a completely filled in copy of this lease, 
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EMPLOYMENT CONTRACT 
(i Lboney (O70 
AGRELMENS made this / 2 day of BecembeT, 4976, by 
and between VECTOKBEAM, a California corporution, of at $5441 
Central, Union City, California, referred to as “Enployer", and 


fre amend 


GULBERT J. LEVINE, presently residing in UOwkland; Califurnia, 


referred to as "Employee"; 


FLRST, 

TERM OF EMPLOYMENT 

The Employer hereby cmploys the Laployee and the Employee 
hereby ‘accepts cmployment with the Employer fur a period of Five 
(5) years beginning on tho'lst day of January, 1979 and continuing 
until December 31st, 1983. 
SECOND 
DUTIES OF EMPLOYEE 


es The Employee is hereby hired as the Vice President-General 


Managgt and Chief Financial Officer of Vectorbeam and shall work 


at the corporation's principle place of business. The employee 
shall: have the duties and responsibility of the day-to-day manayement 
o£ the business .and shall implement the strategy dictated by the 
President and the Board of Directors. 


ENGAGING IN OTHER EMPLOYMENT 
The Employee during the term of Chis contract may engage ” 
in other business or professional activity provided that none 


of it is for any other person or organization that competes with 
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the business of the EwplOVer in any manner whatsoc@. Also, 


a it is specifically agrood that Levine may work as a consultant 


and/or manager for Rosenthal or for other. Rosenthal/Levine activities 
+. 


without being in conflict with this Employment Contract. ; 

, LOYAL AND CONSCIENTIOUS ; h 
"* PERFORMANCE OF DUTIES 

The Employee agrees that to the best of his ability wp 


and ecaperience he will at all times. loyahly and conscientiously 
perform all of the dutics and obligations cither caprossly or 
implicitly required of him by the torms of this agreement.’ 
THLRD 
COMPENSATION OF EMPLOYEE 
COMPENSATION — 

Throughout the five (S$) year term of this contract, - 
the purtics capect the annual rate for Employee will probably we 
increase. The initial annual rate is $40,000.00 per annum,--chich 
DF tn @ay Cvent an aunrvel Fate Can wet Se egresd 
og i s--Hiibetantial.lyoquai—to— lro—PresHlemt-s -ennuni—mite, Phe 


ver, the gore rate for @ general ersnoger it @ Compery 


partlics intend—to ma intara-—substontial—eqiuive lone ‘ee abe; rae ls eeeccy ye 
typical 4 Veeter lean ar healer peed Sy focas 


ew ao rn ne comand ,—in—any event a oped 
annual_rate—should-not—be-hvuss-than-7$4-0f-the- President's annua 
rirte: HE the Employor terminates the cmpluyment of the Employee 
under "terms inconsistant with the Employee's right to terminate 

this employment, the Employee shall receive the Jast agreed annual” 
rate for the balance of the term of this agreement, 

Employer agrees it will not attempt to defcat tho intent: 
of this agreement by artificially reducing the annual rato of 
Employee and then terminating the cuployhent. t 

i Employce on his part. recognizes that Employer, in addition 
to the conditions. for Termination of Employment in Article NINTH, 


may bo entitled to terminate or tomporarily suspend this agreement, 


ie 
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i€ the payments to Raploy would then be an unrea@Pavie burden 
- because’ of Employer's business volume and profitability, Sumo 


considerations which Employer and Employee shall consider under : 


tho subparagraph are; 45 


a 


(1) Is Employee replaced, and if so, by whom, and at ce 


what hdynual rate? 


(2) What is the realistic effect of Employer honoring . 
nao ’ 


ils commitment--would it creato insolvency or just financial difficulty? 


What compensation are other cmployees receiving--and of course, 


what cumpensation is Rosenthal receiving? 


(3) What is the volume of business? Jlow docs this compare 


with historical levels of business? ; 
(4) If Employer would be justified in not honoring its 
commituacnt to Employee, then is this condition temporary or is it ': 
reasonable that the obligation to Employee be temporarily suspended? 
Unless.this condition is clearly permanent, any suspension shall 
be considered temporary. 
, NON-QUALIFIED PENSION PLAN 


If, in addition to the Employee benefits set forth in 


Article Fourth, Employer establishes a key mun non-qualified pension 
plan, Fuployce shall be entitled to fully participate in any such ‘ 
pian. “for this purpose tho Employce shall execute an agrecment 

to enter into the pension plan established by the Employer. The 
Employee agrees to abide by the provisions of any such pension 


plan. { 
VACATION . PAY 


The Employee shall be entitled; after he has been in 


- 
; 


the ewploy of the Employer for one,(1) ycar, to an annual vacation, 


leave of two (2) weeks at full pay. After he has been in the 


employ of the Employer for two (2); years or wore, the Employce 
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Se ee Gee eR iy <P EORS, Ty ee eS ae Seen ee a 
r 6s $a be entitled to ah agin vacation leave of vo (3) weeks ° 
- we full pay, The timo Cor such vacation shall bo selocted by 
the Employee and approved by tho Employer, and it must be taken 
within one (1) year aftor it has accrucd.’ In licu of the vonstion =. 
leave hercinbefore specified, tho Employee may clect to receive 
payment for the whole or any portion of the vacation time to which 
“he is Qhtitled, such vacation time to be valucd at the amount 
of salary carned by the Employee during ay cyuivalent period of , 
time, ‘ 
PAID SICK LEAVE 
tho Employee, upon completion of six (6) sonths in the 
service of the Employer, shall be entitled to ten (10) days per . 
year as sick leave with full pay. Such sick leave may bo accumulated 
up to a Lyolal of furty-five (45) days. 
"CONTINUATION OF SALARY “ 
If the Employee becomes disabled during the employment 
term because of sickness, physical or mental disability, or for 
any other reason, so that he is unable to perform his duties hercunder, 
the Employer agrees to pay Employee $0% of the then existing annual 
rate during such disability but not beyond the date specified “ 
herein for the end of the cmployment term, 
i ae HOLIDAYS 
The Employee shall be entitled, to a holiday on the following 
days with full pay: Washington's Birthday, Laster, Memorial Day, 
Independence Day, Labor Day, Armistice Day, Thanksgiving, Christmas 
and New Years. . 


DEDUCTION FOR TAXES 


+, ‘The Employer shall have tho right to deduct from the Ae 
compensation duo-to the‘ Employce. any and all sums required for 


‘+ social security and withholding taxes and for any other federal, 


she; 
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state, or local tax o1 ae viich ‘bap now w be t Sere oy i.” 
. hereafter cnacted or required as a charge on the compensation 
of tho Rmployeo, ; 

EMPLOYEE BENLFITS 
‘, MEDICAL AND DENTAL BENEFITS 


The Employer ayrees to include the Ewployce in any hospital, 
surgical, and medical benefic plan adopted by the Employer. ‘ 
GROUP LIFE INSURANCE 

The Employer agrees to include tho Employee under any 

Employer's yroup term life insurance policy. 
BRLAGIBILITY FOR CLRTAIN BENEFITS a 

the Einployer agrees that during the employment term herein, 
the Employee shall be cligible to participate in or receive any ,. 
bonus, profit-sharing, stock purchase, pension plan, or other 
plans for the payment of additional compensation o¢ benefits to 
the employces of the Employer which at any time may have been 
or nay hereafter be adopted by the Employcr. 

RIGHT OF FIRST REFUSAL TO PUKCHASE BUSINESS ] 

In the cvent of the death or retirement of Rosenthal or : 
if, at any timc, he should desire to sell the business or any 
acbeeantial portion of its assets, the Eapleyee shall have the 
right at first refusal to purchase the business Crom Rosenthal 
or his estate together with its trade name and good will for an 
amount’ cyual to the amount of any bona fide offer received by 
Rosenthal or his represontative from a third purty, and the Employee 
shall‘have thirty (30) days after receiving written notice of 
such bona fide offer to cacrcise this right of first refusal “oe 
by giving written notice to Rosenthal or his representative. 

fneterarof_purchsso-sheH—be-idenbien to-k-boneFide_, 7 
efLer OL aiens riod upor—by these port Tes 7 —extejH—thad—imy— portion =) y) iL 
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‘st the-purchase price: paid-in cash shall-be- Rewesented by- 


_ fp=promissury-notomslynod~bysthe-Employce-asemakerand bearlugs 
a wate of intesest—and-numbet—and—siee--0 fino ying tad men ton v(t 
ns—mnutuadiy—wprced—vpon-by—the—partics.—Such—promissory_notc, 7. ne apie 
| aT hcl IID 
2n- he-reai-and-personai—property—of the-busincys“und-shiati-con tain 
a-st andard-accelera tion-vtause—making—the-cntire—unpaid-balance— 
«© f-14e-n0t cmhie—and_payadto—at—the-vption—of—tho—pa yeo_on—a-dol aus 
-of—themantr. a 
In conjunction of the sale, tho Employee shall agreco 
to indemnify and hold the Employer or his estate harmless From 
all claims arising from the conduct of the business by the Employeg, 
Upon the payment by the Employce ef—+tho-<cash-part—of . (— 
the—purchase..priceand thodolivory—of—a—promissery-note- for -the 2: }: 
-haliwec as providod-crein together with the indemnity agreement 
hereinabove mentioned, the Employer or his cxccutor or administrator 
shall‘exccute and deliver to the Employee a bill of sale for tho 
business and of its tangible and intangible assets, including 
its goad will and trade name, and such bill of sale shall be 
effective as of the date of transfer if Koscnthal is living or 
as of tho dato of Rosenthal's doath if he is not living. 
FLETH 
REIMBURSEMENT OF EXPENSES 
INCURRED BY EMPLOYEE 
The Employee is authorized to incur reasonable busincss 
expenses for promoting the business of the Umployer, including 
' expenditures for cntortainment, gifts, and travel. The Employer 
will reimburse the Employce {from time i; Kiee for all such business 


expenses. 
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With regard to Wil business jincur red by 2 Employee 


: ’ for promoting the business of tho Employer, including expenditures 


for cntertainnaent, gifts, and travel, for which he is to be reim- 


bursed by the Employor, the Employce agrees that ho will furnish . 
to the Employer adequate records and other documentary evidence See 


rcquired by all Federal and State statutes and regulations issued 
by the. appropriate taxing authorities for the substantiation of ‘ 
cach such busincss cxpense as a deduction, on the Federal and Stato 
income tax returns of the Employer. 
MOVING EAPLNSES 

“+, In the event that the Ewployee during the term of this 
agreement is transferred by the Employer to a new principal place 
of work at least twenty-five (25) miles away Crom his thea principal 
place of work and if the Employee as a result decides to move i 
his residence, the Employer will reimburse the Employee for all 
reasonable expenses incurred, 

(1) The making of a one way trip, including meals and 

lodging, by the Employec, his spouse, and minor children from 
his then residence to the new place of residence selected by him; *, 


' 
and i 


naey 5 (2) Moving the houschold goods and personal effects 
of the Employce, his wife, and his minor’ children from his then 
residues to the new place of residence selected by him. 
SIXTH 
PROPERTY RIGHTS OF THE PARTIES 
INVENTIONS AKD PATENTS 


The Employce agrees that he will promptly from time 


. a 


to time fully inform and disclose to the Employer all inventions,’- 
designs, improvements, and discoverics which he now has or may 


hereafter have during the term of this agreement which pertain 


Pe 
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RTO Ee One ees ne fay igyet ut CO oy cA SL ia eat were, 
work carried on by tho . whethor conceived the Employve ‘ 
“slone or with othors and whether or not conceived duriag regular 

working hours. All such inventions, designs, improvements, and ; 
discoverics shall be tho exclusive property of tho Employer, “s | 
The Employee shall assist the Employer to obtain patents on all ae : | 
such tyventions, designs, improvements, and discoveries dconcd 
patentable by the Employer and shall execute all documents and ‘, 


do all things necessary to obtain letters patent, vest the company 


with full and cxclusive title thereto, and protoct the same against 
infringement by others, 
TRADE SECRETS 
The Employee during the term of employment under this : 

agreement will have access to and become acquainted with various 
trade gcurcls, consisting of formulas, patterns, devices, secret 
inventions, processes, and compilations of infurmation, records, 
and spacifications, which are owned by the Employer and which 
are regularly used in the operation of the business of the Employer. 
The Employee shall not disclose any of these trade secrets, directly 
or indirectly, or use them in any way, cither during the term ae ‘ 
of this agrecment or at any time thereafter, cacept as required 

. in, the course of his employment. All files, records, docunents, 
drawimys, specifications, equipment, and’ similar items relatsng 
to the business of the Employer, whether prepared by the Employee 
or otherwise coming into his possession, shall remain the exclusive 
property of the Employor and shall not be removed from the premises, 
of the Employer under any circumstances Manseeeres without the 


prior written consent of the Employer. rs 
RETURN OF THE EMPLOYER'S PROPERTY rR 
On the termination of his cmployment or whenever requested 

by the Employer, the Employee shall immediately deliver to the 


inpleyer all prererty im his possession or ender his canteal telarqing 
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c famage by any cause beyond tho reasunable control of the Eaployce 


excepted, 
OBLIGATIONS OF THE EMPLOYER ~ 
co INDEMNIFICATION OF LOSSES OF EMPLOYEE 


The Employer shall andemnily ea Employee for all losses, 
peatesand by the Employee in direct conséquence af the discharge 


of his dutics. 
VXAMINATION OF BOOKS 
The Employee shall have the right cither personally 
or by an agent or accountant retained and paid by him to cramine 
the books and accounts of the Ewployer at tities mutually convenicut 
to the Empluyee and the Employer, but in any event at least once 
dating “heh half of the calendar year, to eraaumine the buoks and 
accounts of the Employer insofar as they relate to transactions 
affecting the amount of the Employee's compensation. 
HAGUE, 
OBLIGATIONS OF EMPLOYEE 
NONCOMPETITION BY EMPLOYEE 
During the term of this contract, except for his activities 
with diosenthal, the Employee shall not ‘directly or indirectly, 
either as an cwployoc, employer, consuliant, agent, principal, 
partner, stockholdcr, corporate officer, dircector, or in any other. 
individual or representative capacity, engage or participate in 
any business that is in competition in uny manner whatsoever with 


the business of the Employor, 


Je 
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; Sy os TERMINATION OF EMPLOYMENT 
TERMINATION OF AGREEMENT BY EMPLOYER 


This agreement shall terminato imacdiatoly on the occur- -:. 
rence of any one of the following cvents: 


Fie (1) The death of the Fuployee, 


(2) The loss by the Employce of Jcgal capacity. 
(3) The wilful breach of duty ‘by the Employee in the 
course of his cinployment, unlicss waived by the Euployer. 

(4) The habitual neylect by the Employee of his cmployment 
duties, unless waived by the Employer. : 
TERMINATION OF AGREEMENT BY EMPLOYER 

This agreement may be terminated by the Employee by 
giving Ninety (90) days’ written notice of termination to the 
Employer. Such termination shall not prejudice any comedy which 
the terminating party may havo cither at law, in cquity, or under 
this agreement. 

TERMINATION OF AGREEMENT ON 
DISCONTINUANCE OF BUSINESS 

1f the Employer permancntly ceases the operation of 
all its business, and there is no substantive or actual assignee, .. 
lvansfuree, or successor business, then this uyreement shall termin- 
ate ia at the effective dato of the discontinuance of business. 

; EFFECT OF EMPLOYER'S MERGER, TRANSFER 

OF ASSETS, OR DISSOLUTION 
This agrcement shall not bo terminated by any:” 

(1) Mergor where the Employer.is not the surviving corpora- 


tion,, 


fee 


+. 


(2) Transfer of all or substantially all of the assets - 


of the Employer; or 
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In the event of any such“Mergor or transfer of ass, the surviving 
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torporation or the transferee of the Employer's assets shall he 
bound by and shall have the benofit of the provisions of this j 
agreement; the Employer shall take all actions necessary to insure " 
that such corporation or transferee is bound by the provisions he 
of tifis agccement. 
j DAMAGES FOR BREACIL OF CONTRACT 

In the event of a breach of this dyreement by cither 
the Employer or the Employes resulting in damages to the other 
party, that partly may recover from the party breaching the agreement 
any and all damages that may be sustuined, 

ARBITRATION i 

Any controversy between the Employer and the Employee 
involving the construction or the application of any of the terms,’: 
peevisions or conditions. of “this agreement, shall on the written 
request of cither party served on the other be submitted to arbitra- 
tion, and such arbitration shall comply with and be governed by 
the provisions of the California Arbitration Act, Sections 1280 


through 1294.2 of the California Code of Civil Procedure. Tho 


Employer and the Employee shall cach appoint one person to hear 
and determine the dispute and, if they are unable to agree, then 
the two persons so choscn shall select a*third impartial arbitrator 
whose decision shall be final and conclusive upon both partics. 
The cost of arbitration shall be borne by the losing party or 
in such proportions as the arbitrator shall decide, 
ATTORNEY'S FEES AND COSTS 
If any action at law or in equity is necessary to cnforce 


+4. 


or interpret the terms of this agreement, the prevailing party . 


shall be entitled to reasonable attorney's fees, costs, and necessary 


disbucscments in addition to any other relicf to which he may 
be entitled. . 
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up PROVISIONS 
NOTICES 


Any noticos to be given by oither party to tho other ° 


may be cither by personal delivery in writing or by mail, registered, 


or certificd, postago prepaid with return receipt requested, 


Mailed notices shall be addressed to the purtics at last known 


address of the other. Notices delivered personally shall be deemed 


coamunicated as of actual receipt; mailed netices shall be dcemed 
communicated as of two (2) day(s) after mailing. 
CONTALNMENT OF ENTIRE AGRELMENT HEREIN 
This agreement supercedes any and a1] other agreements, 

cither oral or in writing, between the partics hereto with respect *> 
to the employment of the Employee by the Employer and contains 
all of the covenants and agreements between the parties with respect 
lo such employment in any manner whatsoever. Lach party to this 
agrecment ackhnowledycs that no representations, inducements, 
prentacs; or ayreements, orally or otherwise, hive been made by 
any party, or anyone acling on behalf of any party, which are 
not cimbodied herein, and that no other agreement, statement, or 
prymise not contained in this agreement shall be valid or binding. 
Any wodiCtcarion of this agreement will be effective only if it 
is in Writing signed by the party to be -gharged. 

- PARTIAL INVALIDITY: 

: If any provision in this agreement is held by a court 
of competent jurisdiction to be invalid, void, or uncnforceablo, 
the remaining provisions shall nevertheless continuc in full force 
without being impaired or invalidated in-any way. 

*. LAW GOVERNING AGKEEMLNT 

. This ayrcement shall be governed by und construcd in 
“* agcordance with the laws of the State of California, 
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term of omploymont, any moneys that may bo due him from the Raytopet 
under this agrecment as of the date of his death shal) be paid es 


to his cxccutors, administrators, heirs, personal representatives, ° 


successors, and assigns. o% 
Bee 
EXECUTED AT GYavren CerTPY  ___, California, on the 
Jay and ycar first above written. oe 
EMPLOYER: 
VECTORBEAM 
. P py 
y: een! eet ae 
17, ‘i | 
WMPLOY EL : : 
- fll te. Locate 14/79 
Mis J. LEVINE 
«13 
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7 30th of Nevester, 
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ifornia corporation 


4S follows: 


Seller represents 


aati is made in 


has teen éuly 
incorporatec, and is valiciy existing and in good standing as 
a corporation under California law. | 
(>) The Comsany hes a total oftThree Hunéred Ninety 


ragssane (356,006) sheres of capital stock (the "Shere 
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